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DETAILED ACTION 

1. This communication is in response to amendment filed 
10/13/2004. 

Response to Amendment 

2. Claims 1 and 6 have been amended. Claims 1 and 6 have been 
further amended to positively recite the step of choosing 
optimal portfolio. Claim 4 has been canceled, (see Examiner's 
Amendment below.) 

^ — < 

EXAMINER'S AMENDMENT 

3. An examiner's amendment to the record appears below. Should 
the changes and/or additions be unacceptable to applicant, an 
amendment may be filed as provided by 37 CFR 1.312. To ensure 
consideration of such an amendment, it MUST be submitted no 
later than the payment of the issue fee. 

Authorization for this examiner's amendment was given in a 
telephone interview with Daniel H. Bliss (Reg. No. 32,3 98) on 
10/25/04. 

Please amend claims 1 and 6 as follows ; 

Claim 1 ; A computer implemented method of optimizing market 
and institutional risks in foreign currency exchange hedging, 
said method comprising the steps of: 

providing a computer system; 



Application/Control Number: 09/532,560 Page 3 

Art Unit: 3624 

selecting a VaR (Value-at-Risk) calculator using the 
computer system; 

determining an optimization procedure to be used with the 
computer system; 

determining by the computer system an efficient frontier 
line on which optimal portfolios exist in two-dimensional space, 
using the VaR calculator and the optimization procedure; 

selecting a range of the optimal portfolios with the 
computer system; and 

choosing between the optimal portfolios in the range based 
on trade-offs between institutional risk and market risk of 
losses due to hedging. 

Claim 6 : A computer implemented method of optimizing market 
and institutional risks in foreign currency exchange hedging, 
said method comprising the steps of: 

providing a computer system; 

selecting a VaR calculator using the computer system; 

determining an optimization procedure to be used with the 
computer system; 

determining by the computer system an efficient frontier 
line on which optimal portfolios exist in two-dimensional space, 
using the VaR calculator and the optimization procedure; 
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selecting a range of the optimal portfolios with the 
computer system; and 

choosing between the optimal portfolios in the range using 
management judgment between trade-offs in total portfolio risk 
and hedging risk. 

Cancel claim 4 > 

Reasons for Allowance 

4. The following is an examiner's statement of reasons for 
allowance : 

The claimed invention pertains to optimization of market 
and institutional risk in portfolio hedging. 

The following prior art references have been deemed most 
relevant to the allowed claim (s) : 

Scott et al. (US Pat. 6 / 292 / 787and PGPUB 2003/0078867) 
teaches a portfolio optimization process that diversifies model 
risk by favoring a more diversified portfolio over other 
portfolios with similar characteristics is described. The 
process involves determining an initial portfolio, performing 
diversification processing to identify one or more alternative 
portfolios having increased diversification, and selecting a 
recommended portfolio from the initial portfolio or the one or 
more alternative portfolios based upon a set of one or more 
criteria . 
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Peters (US PGPUB 2003/0088489) teaches a computer- 
implemented system and method that assists advisors in 
delivering personalized investment advisory services, including 
risk assessment, portfolio evaluation and portfolio 
construction, through an interface customized by the advisor to 
meet its particular market, product and client needs. 

Garman (EP 0790568A1) discloses a system and method for 
determination of incremental value at risk for securities 
trading. A proposed trade is examined for its incremental impact 
on the VaR measure of the trading portfolio, without further 
reference to the existing portfolio held by an institution and 
without the need to re-determine the combined portfolio's VaR 
measure for each candidate trade. 

Claims 1-3 and 5-6 are allowed because Scott et al., 
Peters and Garman references as discussed above as the Closest 
Prior art of record fails to teach or suggest a method of 
optimizing risk of losses due to hedging which comprises the 
steps of choosing between optimal portfolios in a selected range 
of the optimal portfolios based on trade-offs between 
institutional risk and market risk of losses due to hedging such 
that the optimal portfolios exists in two-dimensional space on 
an efficient frontier line which is determined using a 
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preselected VaR calculator and a preselected an optimization 
procedure . 

5. Any comments considered necessary by applicant must be 
submitted no later than the payment of the issue fee and, to 
avoid processing delays, should preferably accompany the issue 
fee. Such submissions should be clearly labeled "Comments on 
Statement of Reasons for Allowance." 

Conclusion 

The prior art made of record and not relied upon is 
considered pertinent to applicant's disclosure. 

Any inquiry concerning this communication or earlier 

communications from the examiner should be directed to JAGDISH 

PATEL whose telephone number is (571) 272-6748. The examiner 

can normally be reached on 800AM-600PM M-Th. 

If attempts to reach the examiner by telephone are 

unsuccessful, the examiner' s supervisor, Vincent Millin can be 

reached on (571)272-6747. The fax phone number for the 

organization where this application or proceeding is assigned is 

703-872-9306. 
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Information regarding the status of an application may be 
obtained from the Patent Application Information Retrieval 
(PAIR) system. Status information for published applications 
may be obtained from either Private PAIR or Public PAIR. Status 
information for unpublished applications is available through 
Private PAIR only. For more information about the PAIR system, 
see http://pair-direct.uspto.gov. Should you have questions on 
access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free) . 




(Primary Examiner, AU 3 624) 
4/18/05 



